ni               MONEY IN INTERNATIONAL TRADE                61

currency is in practice a different commodity, and
therefore the mode of producing equilibrium will be
by the movement of " bullion," which will, in general,
command a premium, as compared with the inferior
currency, owing to its higher value for purposes of
foreign trade. Nothing but limitation of the quantity
of debased coinage can prevent the appearance of this
premium; but usually limitation is effectual for the
purpose, and if free minting be not allowed, it is
even possible that the debased currency would itself
command a premium as being the only legal mode
of discharging obligations in the country where it
circulates. The operation of seigniorage, when merely
sufficient to cover the cost of coinage, resembles a
duty on the importation of money-material, and is
so far an impediment to the process of international
exchange: it is analogous to dock dues and charges
on the importation of commodities, and is thus quite
unobjectionable.

The topic of seigniorage naturally suggests* the
further question of inconvertible paper-issues. They,
as Ricardo has acutely ' observed,1 " are pieces of
money on which the seigniorage is enormous." It
will, therefore, be admissible to adopt the course we
have followed when dealing with debased currencies,
and treat the paper circulation as a new commodity
turned into money. So long as the precious metals
continue in circulation, it is obvious that they will
discharge the functions of money so far as foreign
trade is concerned; and it is only on their complete
disappearance that the adjustment of international
exchange will be carried on, not by a passage of

1  Works, p. 345 ; cp, p. 213.